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i. fessup-Malik miks-~The {epartment of State, in commenting
on the Jessup-tialik talks, has informed US missions in the
field that Soviet Representative Halik has raised the question
of the formation of a west Lrerman government but has not
made a specific condition of the point. US Representiaiive
Jessup has indicated in remty that preparations would continue
on the government but has potnted out that the questior of
establishing the govern:ncui does not arise in making plans
for a CFM meeting in the near future. (The Department ex-
plains that there is ample time for a C¥M meeting before the
west German governmen: couid aciually be established.} The
Department has further . dvised its missions that, although
the 26 Aprii TASS release apparently accepts the US position,
there are indications tha! the USSR may attempt to interpret
j’essup’s statement as a firm commitment that a west German
government would not be established either prior to, or during,

_ 2 meeting of the CFM. I'he Department considers that this
- issue raust be definitely ciarified in further talks between
Malik and Jessup.

US Embassy Mos cow, in commenting on the TASS
release, expresszs the view inhat the reference to the Kings-
bury Smith-Stalin exchange does not actually remove the speci-
fic condition that remov:1 of the blockade is dependent upon

postponement of a west {erman government as well as convoca-

tion of a CFM meeting. The Embassy belleves, however, that
the Kremlin might drop :his condition in view of the potential
offect of an ostensibiy serious peace ofier combined with a
iifting of the blockade and a meeting of ihe CFM.

{CTA. Comment: A believes that, although the USSR
may attempi (0 make the postponement of a west German gov-
arnment a specific cond:t1oa for lifting the blockade, thke Krem-
'in may estimate that the cifect on the Germans of removal of
the blockade will alone hali or posipone the establishment of

3 west German state. )
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2. US %lic%“ on Austrian treaty nepotiations--The Department es/A-3
) ruc represeniative Reber at the Austrian
treaty talks in London that if the current discussion on un-
agreed articles should fail to facilitate general agreement, ihe
discussion should be returned te the question of Austrian
frontiers and reparations. The Department advises Reber
that if the Soviet delegation does not at that time relax its
support of the Yugoesiav claims, he may seek adjournment of
the conference, which would be resumed at a later date. The
Department asserts that US objectives in the current review
of unagreed articles should be to obtzin the maximum nossibile
agreement and to test Soviet intentions in regard to the ultirate
conciusion of a ixreaty.

3. British views concerning MAP legislation--US Embassy Lordon S-s
expresses the view, concerning US congressional legisiation
on the Military Aid Program (MAP), that there would be a strong
adverse reaction in the UK #f MAP were financed ihirough cu's
in ECA. The Embassy considers that despite British confidence
in the US and the current assumption that US-UK unity is fupda -
mental to British foreign and defense policy, 2 linking of MAP
with ECA or the attaching of onercus or unilateral conditions
to MAP would bring a strong British reaction. The F mbassy
believes that failure by Congress to pass MAP legislation
would create grave doubts in the UK concerning US reliability
in international affairs and would cause serious British con-
cern over the psychological effect on the French.

FAR EAST

4. CHINA: Widening rift in Nationelist China--US Counselor esA- 3
Clark in Canton transmits a letter from Acting President
Li Tsung-jen expressing the decision of his government to
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defend China’'s southrest and resist the Communists “‘to

the last ditch.” Clark reports that Li plans to have a show-
down with Chiang Kai-shek over his insistence that Chiang
and his followers recognize 1.i’s supreme authority. Failing
this, Li reportedly intends to remain in Kwangsi Province
and direct from there the defense of the southwest, where

he ciaims he has the suoport of local military leaders. Li
requested that remaining ECA funds not be obligated withoat
his prior approval and asked in particular that no ECA funds
be used in Taiwan or other areas under Chiang I%ni-shek’s
influence,

(CIA Comment: CIA believes that Li and Chiang will
not find any amicable settlement for their differences, which
are presently permiiting the Chinese Communists to con-
centrate against one and then the other nationalist group, thus
facilitating their conguest of all China.)
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